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USPS REQUEST TO ADD PRIORITY MAIL EXPRESS,  
PRIORITY MAIL & FIRST-CLASS PACKAGE SERVICE CONTRACT 32  

TO COMPETITIVE PRODUCT LIST AND  
NOTICE OF FILING MATERIALS UNDER SEAL 

(December 27, 2017) 
 
 In accordance with 39 U.S.C. § 3642, 39 C.F.R. § 3020.30 et seq., and 39 C.F.R. 

§ 3015.5, the United States Postal Service requests that Priority Mail Express, Priority 

Mail & First-Class Package Service Contract 32 be added to the competitive product list 

within the Mail Classification Schedule.  This is a competitive product not of general 

applicability within the meaning of 39 U.S.C. § 3632(b)(3). 

Attachment A is a redacted version of the Governors’ Decision, which includes 

the explanation and justification required by the Commission’s rules.  Attachment B is a 

redacted version of the contract.  Attachment C shows the requested changes in the 

Mail Classification Schedule product list, with the additions underlined.  Attachment D 

provides a statement of supporting justification, as required by 39 C.F.R. § 3020.32.  

Attachment E is a certification of compliance with 39 U.S.C. § 3633(a)(1) and (3).  
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Unredacted versions of the Governors’ Decision, contract, and required cost and 

revenue data are being filed under seal.  Attachment F provides an Application for 

Nonpublic Treatment of these materials. 

As required by 39 U.S.C. § 3642(d)(1), this Request is being published in the 

Federal Register.   

 Respectfully submitted, 
 
 UNITED STATES POSTAL SERVICE 
  
 By its attorney: 
 
 Elizabeth A. Reed 
   
 
475 L'Enfant Plaza, SW 
Washington, D.C. 20260-1137 
(202) 268-3179 
Elizabeth.A.Reed@usps.gov 
December 27, 2017
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ATTACHMENT A TO REQUEST 

REDACTED GOVERNORS’ DECISION 

 



DECISION OF THE GOVERNORS OF THE UNITED STATES POSTAL SERVICE ON THE 

ESTABLISHMENT OF PRICES AND CLASSIFICATIONS FOR DOMESTIC COMPETITIVE 
AGREEMENTS, OUTBOUND INTERNATIONAL COMPETITIVE AGREEMENTS, INBOUND 
INTERNATIONAL COMPETITIVE AGREEMENTS, AND OTHER NON-PUBLISHED 
COMPETITIVE RATES (GOVERNORS' DECISION No. 11-6) 

March 22, 2011 

STATEMENT OF EXPLANATION AND JUSTIFICATION 

Pursuant to our authority under section 3632 of title 39, as amended by the Postal 

Accountability and Enhancement Act of 2006 ("PAEA"), we establish new prices not of 

general applicabillty for certain of the Postal Service's competitive service offerings, and 

such changes in classification as are necessary to implement the new prices. 

This decision establishes prices for Domestic Competitive Agreements, Outbound 

International Competitive Agreements, Inbound International Competitive Agreements, 

and Other Non-Published Competitive Rates. Domestic Competitive Agreements 

consist of negotiated service agreements with Postal Service customers for domestic 

services that are categorized as competitive in accordance with 39 U.S.C. 

§ 3642(b)(1)-(2). Outbound International Competitive Agreements consist of negotiated 

service agreements with Postal Service customers for outbound international services 

that are categorized as competitive in accordance with 39 U.S.C. § 3642(b)(1)-(2). 

Inbound International Competitive Agreements consist of negotiated service agreements 

with foreign postal operators or other entities for inbound. international services that are 

categorized as competitive in accordance with 39 U.S.C. § 3642(b)(1}-(2). Other Non­

Published Competitive Rates consist of rates not of general applicability that are not 

embodied in contractual instruments, but nonetheless arise from other sources, such as 

the Universal Postal Convention. 
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With respect to any product within the above categories, management is hereby 

authorized to prepare any necessary product description, including text for inclusion in 

the Mail Classification Schedule, and to p~esent such product description to the Postal 

Regulatory. Commission. 

The Postal Accountability and Enhancement Act (PAEA) requires that prices for 

competitive products must cover each product's attributable costs, not result in 

subsidization by market dominant products, and enable all competitive products to 

contribute an appropriate share to the.Postal Service's institutional costs. For agreements 

subject to this Decision, there are hereby established all prices that will cover -

costs for the relevant product and that conform in all other 

respects to 39 U.S.C. §§ 3632-3633 and 39 C.F.R. §§ 3015.5 and 3015.7. As discussed 

in the accompanying management analysis, the Chief Financial Officer (or his 

delegee(s)) shall certify that all cost inputs have been correctly identified for prices 

subject to this Decision and that all priees subject to this Decision conform to this 

Decision and to the requirements of the PAEA. 

No agreement, grouping of functionally equivalent agreements, or other classification 

authorized pursuant to this Decision may go into effect unless it is submitted to the Postal 

Regulatory Commission with a notice that complies with 39 U.S.C. § 3632(b)(3). On a 

quarterly basis, management shall furnish the Governors with a report on all non­

published rate and classification initiatives. Not less than once each year, the Governors 

shall review the basis for this Decision and make such further determination as they may 

deem necessary. This Decision does not affect postal· management's obligatioffto furnish 

to the Board of Governors information regarding any significant, new program, policy, major 

modification, or initiative, or any other matter under 39 C.F.R. § 3.7(d), including where 

such a matter also falls within the scope of this Decision. 



-.,----· -- ' 

Governors' Decision No. 11-6 Page3 

This Decision does not ·supersede or otherwise modify Governors' Decision Nos. 08-5, 

08-6, 08-7, 08-8,. 08-10, 08-20; 08-24, 09-5, 09-6, 09-7, 09-14, 09-15, 09-16, 10-1, 10-2, 

10-3, 10-6, and 10-7, nor does it affect the validity of prices and classifications established 

under those Decisions. Management may also continue to ·present to the Postal 

Regulatory Commission for its review, as appropriate, rate and classification changes to 

succeed the minimum and maximum.non-published rates in Decision Nos. 10-2 and 10-6. 

ORDER 

In accordance with the foregoing Decision of the Governors, the prices set forth herein 

for Domestic Competitive ·Agreements, Outbound International Competitive Agreements, 

Inbound International Competitive Agreements, and Other Non-Published Competitive 

Rates and the changes in classification necessary to implement those prices, are hereby 

approved and ordered into effect. An agreement ·is authorized under this Decision only if 

the prices fall within this Decision and the certification process specified herein is 

followed. Prices and classification changes established pursuant to this Decision will take 
" 

effect after filing with and completion of review by the Postal Regulatory Commission. 

By The Governors: 

Louis J. Giuliano 

Chairman 



Attachment A 

Management Analysis of Domestic Competitive Agreements, Outbound 
International Competitive Agreements, Inbound International Competitive 

Agreements, and Other Non-Published Competitive Rates 

This analysis concerns the inbound competitive prices and classifications in the 
Domestic Competitive Agreements, Outbound International Competitive Agreements, 
Inbound International Competitive Agreements, and Other Non-Published Competitive 
Rates (collectively, "competitiv~ instruments").. Competitive instruments are often 
negotiated with customers arid foreign postal operators for better cost coverage, higher 
overall contribution, and improved service with respect to postal services classified as 
competitive. They may also arise from other sources, such as the Universal Postal 
Convention. 

The cost coverage for each competitive agreem~nctionally equivalent 
instruments (collectively, each ~product") will be._...._ 

-e for a product equals 

Each competitive instrument may have multiple price categories and negotiated 
components. Examples of such categories or components would be Priority Mail, 
Express Mail, Parcel Return Service, Priority Mail International, Express Mail 
International, International Priority Airmail, International Surface Air Lift, Inbound Air 
Parcel Post, Inbound Surface Parcel Post, Inbound Direct Entry, and Inbound 
International Expedited Serviees. These .or other categories may include other services 
that the relevant customer or foreign postal operator offers to its customers under 
differing terms, bu~ that nevertheless are processeq. and delivered in the same manner 
within the United States Postal Service's network. Such instruments may also establish 
negotiated· rates for services ancillary to such'items and for customized competitive 
services developed for application solely in the·context of the agreement. 



Prices esta hs e y these ormulas should not 
interfere with competitive pro ucts' ability as a whole to comply with 39 U.S.C.§ 
3633(a)(3), which, as implemented by· (39 C.F.R.§ 3015.7(c)) requires competitive 
products to contribute a minimum of 5.5 percent to the Postal'Service's total institutional 
costs. Accordingly, no issue of subsidization of competitive products by market 
dominant products should arise (39 U.S.C.§ 3633(a)(1)). 



CERTIFICATION OF GOVERNORS' VOTE 
INTHE 

GOVERNORS' DECISION NO. 11-6 

I hereby certify that the Governors voted on adopting Governors' Decision 
No. 11-6, and that, consistent with 39 USC 3632(a), a majority of the. 
Governors then holding office concurred in the Decision. 

Date: 3/~// 
. Moore 
ary of the Board of Governors 



ATTACHMENT B TO REQUEST 

REDACTED SHIPPING SERVICES CONTRACT 

 



SHIPPING SERVICES CONTRACT 
RETWEEN 

Tl-IF. ll"llTED STATES POSTAL SERVICE 

AND 

REGARDING 

PRIOIHT\' MAIL EXPRESS, 
PIUORITY MAIL SERVICE 

AM> 
FIRST-CLASS PACKAGE SERVICE 

·1 hb Contract tor shipping servkes is made by and between a corporation 
organilcd and exbting umlcr the !:m s L)f - \\ ith its principal office at 

( .. Cu'itomer'' ). and the L'nitcd Stales Posta l Service, an independent 
establishment of the l~xecut ive Branch o!'lhe Un ited States Govcrnmc11L establb hed b~ the Postal 
Reorganization Act. Pub lic Lrn 91 -3 75 . \v ith its prirn:ipal office at 4 75 r; l:n fo nt Plaza. S Vv'. 
~'ashington. ()C 20260 (the .. Posta l Sen ice" ). The Postal Service and Customer are referred to 
herein collectively as the .. Parties·· and each a_ a .. Party" . 

WHEREAS. it i!'i the intcnti 111 of the Parties w enter into a Shirping Services Contract l '"SSC'' or 
··contract"") that will bcndit th · Po::.Lal ervice. the postal system as a \\h ole. and Customer. and 
that will comply with the requ irements of Title 39 l'nited Stales Code. as amended by the Postal 
Accountabilit) and Lnhancemcnt Act of 200(). 

NOW. THEREFORI:-,. lh1: Parlie::. agree as k)llO\\S: 

I. Terms 

The to llm\ ing terms appl: as of the effec ti\ e date, as defined below: 

A. Ex~ept to the extent di ffr rcn t term -;; <lr prices are specifi t· j in lh i- Contract. applicable 
provi s ion .~ of the Dome ·tic \ lai I 1\ lan ual (a: nw: be rcgu larl: urdatcd h: the Pl)stal 
Service and posted at http:,,'pe .usps.rnm/text'dmm300/drnm3 00 landi n!!.hlm ) and of 
other postal lmi.s and 'ltandards apply to mail tendered under this Contract. 

B. This Contract applies to Customer 's inhounJ and mllhouml packages (collectively . 
.. Contract Package ·" ). as foll O\\S: 

I. 

2. Priority \lai I pad ;ages -·--and J. First-Class Package Service - Commercial packages - · 



C. Customer will mani JC.,t Con tract Packages as -.pccified b) the Postal Service. using a 
. cparate permit number andior PC Postage account to ~hip such pac·kages. and will use 
the Electronic Verificat ion Sy tem ( .. evs··;. other USPS at pro\ cd manifest sy'ih:ms. 
or LS PS approved P Po ·tage vendors f r payment or ·uch packa!:!cs. Customer shall 
provide the Postal Service. in \Hiting. a I isl t) f' its I rm i1 numhcrs and/or PC Postage 
accounts for approva l. Contract prici ng 1\ r any ne\\ I) appr 1vcu permits amllor PC 
Postage accounts' ill he ef'tectivc "ithin li lh:en ( 1.- 1 husincs" da) ~ after the Postal 
Service receive. '"ritten notificati n from Customer. On l) Contract Packages. and 
Customer«; other Pri 1ri1: tvlai l bpre s. Prim it: l\fail and Fi rst-Cl ass Package Service 
- Commcrc.ial packages shipped from authorized permits anJi r PC Postage accounts 
shall count to"ard th t> volume commi tment in . cction I. I: bl'.l o". 

D. Th<..~ Postal Service\\ ill 11 0 1 provide Cu. t0nK'r '' ith nackaging. 

E. Volume Commitmen l. Cu ·tomer should ship at least-Contract Packages. plus 
all other Priorit y \.fail E:--rrc 'i!:>. Priori I:'- !\fail an I r ir ·1-l'la ·!:> Pad,age ervicc -
Commercial package:-.. unnuall). I f the H 1lu111c fi:t ll .· hchm the a 1m11~11 \o lum<..' 
co11111it111ent for an y Cc)ntract Year. the Postal Service at it5 soh: di!:>creti )n has the 
right to rcvc11 Customer to the most current Priority i\fail Exrre s Commercial Plus. 
Priori ty Mail Commercial Plu and First-Clas · Package Service - Commercial prices. 

r. First Year Concrac Prices: lhe foll owine Contrac t Pad.age price" shown in Tables I 
through .3 hclt) \\ appl: 10 Ct1 'ilo111c1" 'I on tract Pal.'.kagcs from the effecti , ·e date as 
defined in Section II un til the lir~t an ni vcrsar_\ of the Cont ract's effective date. 
Priorit_\ Mai l b prcss price<; are shcmn in Ta ble I. Priorit) \foil prices in Table 2. and 
First-Class Package "'en ice prices in Table 3 below. 

2 
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G. Annual ,.\d_iu-,tmcnt 

I. For ' Ubsl·qucnt ~ear. 0f the Contract beginning: Oil the tjp;( anni\'crsar: or the 
Contract" , clfrct ih' J ate . the custumiLed Prior ity \fail Express price-> in Tab le l 
und~r thir.. Contr[h:t \\ i 11 he the lc~s ' r o r: (a l th1..: p 1°l: \ i 1us : ear" s price pl us the most 
recent ( a~ l f the an ni w rsar:- Jate) I er cn tagc change in pric.:s l' f genera l 
arplkabilit ) for Pr i orit~ J\1ai l !:\:pres~ Comrncn: ial Pl us. as calc ulated by the 
Postal Service. or (b) th.: 1 re\ im1s ~e r·s p ric..:~ plu-,--

2. ror subsequent ~ears 111-thc Cuntract. beginning on the tir t a1111 i ,ersar~ of the 
Contrac t" s elTel'ti w <la te. the cu~hi111i 1.cd Priorit: Mail rrices in Table 2 under this 
Contract will be the lesser of: (aJ the rrL'Vious yt>ar-" ~ pri1..:e plu . the most recent (as 
of the annivt:rsar: date) percentage change in prices ,)fgencral applicabi lity for 
Priority\ bi! Com merda l Plus, as cakulate<l by the Postal Service. or (b) the 
previous ycar"s prices rlus---

6 



3. F·or subsequent year'> 1.1fth is Contrai;;1. beginning on the fi r-,;t Cln niH.:rsa ry of the 
Contract"s effective date. customized f in-Class Pa.::kage Service prices in Table 3 
umkr this Contr ac t.\\ ill be the lesser of: (a ) thr prev iou year-. pri es plus the 
most recent (as n!" thc an ni versary date) average increase in prices of general 
applicability for First-Class Package Scrvi1.·c - Commerc ial. as calculated by the 
Postal ~er.., ice. or (b l th~· pre\·iou: year· s prices plus--. 

.+. Customized prices for the .:;ub->eq ucnt :-car \\i ll be calculated b) the Postal 
Service and rounded up to the nearc t " hole cent. l f the Posta l Service maintains 
or decreases publ i.,hcJ rate~ nf applicahility frlr Priority Mai l [ :\ press Commercial 
Plus. Priority Mai l Commerc ial Plus or First-Class Package Sen ice - CommerciHI , 
there shall be n 1 change l0 the Contract pricing for that Contract Year for the 
respective product. 

II. Regulatory l~eview and Effcctiw Date 

Thi~ Contract is ub.icct to ~1rprova l b) Posta l ~er. ice st:nior management and/or the 
Governors of the Postal Sen ice. a'> ''"ell a~ hy the Po ta l Regulatory Commission (the 
.. Commission'"}. ln ace rdance with l itle 39 and the Commi ss io n"' Ru le l'lf Prncti..:e and 
Procedure. the Po-.tal ~ervice \\ ill make required filin gs with the Commi '.>sion. rl1e effective date 
of this Contract shall be l\\!l (2) h 1i s i n l' s ~ days fo llm' ing the d3y on which the Commission issues 
all neces.,ary regulatory arimwa l. For the purposes of this S<;C. business days are defined as 
Mon1.la) thr ugh Fr i da~ . c:-.clud ing fe lle ral holidays and da)S on \\hich !he Po~tal Sen ice 
I kadquarters is administrative!) closed. 

III. Expiration Date and Termination 

Thi:-:. Contract -.hall expire th1Tc (3) : cars from the e.ffective date. unless ( 1) terminated h} 
either Pai1y \vith thirt) (.)0) cakndar da)'s· notice to the other Party in \\ riting: (2) renewed by 
mutual agreement in \Hi ting: n) ~Upl't":O.eckd b; n subsequent contract bet\\ ee11 the Patties; 
(4) ordered by the Commission or a C<)un: 1. r (5 ) requin:d tc1 cumpl; "ith ~ubscquentl: enacted 
lcgi. lation . 

If. at the conduc;;ion ofth i: Cn111n11:t term. h1Hh Partie-: agree that preparat ion o ra 
"uccessor S5C is active. the SSC \\ i II be extended t0 r up to t\\·o (2) 11 inct ; ( 90) calendar da; 
periods "ilh official nnti ficat inn to the C rnnm iss i n at lea-;t seven ( 7) calendar day..- prior to the 
Contract's c~piration date. Upon both Partit:s agreement of the e:\ten ion. the escalation clause 
\viii be implemented in Section LG. throughout the extension pcrinl. 

IV. Appeals 

Customer may apreal a Po<;tal Service decision regarding the calcu lation of prices. the 
amount of postage paid . or other implementation or operational issues under this Contract b~ 
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~uh111illi11g a \Hillen <1ppcal \\ ithin thi rty (30) calendar da:s of receipt of notilkation ofthlo:'. 
determination giving rise to the apreal to: Manager. Pric in g and C' lassitication Service Centt:r 
(""PCSC"), 90 Church Street Suite 31 00. Ne\\. Yor'-. Y I 000 7-~9.~ I ((212) 330-5300 I Fax: 
(212) 330-5320 ). l he decisi on of the PCSC Manager\\ ill be administratively tin al. A 11: decision 
that is not appealed as prescribed becomes the final Postal Sen·ice deci':>ion . 

V. Confidentiality 

Cu~tnrner acknm' kd g ·<; that a · part o f ecuring approval of this Comract. the Contract 
and supporting documentat ion will he tiled with th Camm i. sion in a docketed proceedi ng. The 
Po<>tal Service shall request from the Commission non-puhl ic treatmL'n! of in fo nnat[on that the 
Postal Sen-ice deems to be eligib le ti1r protectin11 !rum publie di':> l'.i 1 ,urc~ \\ hen it tiles 'i trch 
material with the Comm i5s ion. i n..:luc.Jing Customer' s identit~. the terms of th is Contract. and 
supporting data relating to posta l c11,b. pri ce~. and Cu stomer" -; shippi ng pro lik . The Postal 
Scrv ice \\ i 11 redact such in formation from its pub! ic til ing. Customer autho ri /e~ the Po!.> ta I Service 
to determ inc thi.: 'iCO pt'. or in!' rrnatk111 that must be made public I~ a\ ai I able i 11 the Commission'::, 
docketed proceeding. · u ::. l0 111Cr further understand :,, that Ull) unredactcd p c1rt illl1 ofthi · C~mtracl 
or <; Upporting information \.\ ii I ht: availahle 0 11 the Cnmm iss ion · s pnhl ic \\'<.:h-;itt'. \\W\\ .pre. eov. 
At the rc4uest o f Customer. the Postal ervice \\ill noti(' Customer of the do.:kct number of the 
Commission proceeding nncc as~igne c.J. Customer has the right. in accordance\\ irh the 
Commission' s rules. to address its contidentiality concern~ directly ,,·ith the (\1111111issiun. 
Customer agrees to treat as con fidcntial and not disclose to third parties abscnt c:\pn:ss written 
consent b) the Postal Serviee an: inl(irmation rclatL·d to this Contract that is determined by the 
Commission to be non-puhlic . 

VI. Amendments 

Thi~ Contract ~hafl not he arncndcd c:--ecpt e:--pn:ssly. in\\ riling. by authorized 
rcprc~entatives of the Parties. 

VII. Assignment 

N.:ither Part y may. or shall ha\·e the power t.o. a-.sign it: righb under the Contract or. 
dl'lcgate ib obligations hereunder. without the rri or consent or the other; :'>uch consent is not to be 
unreasonably withheld. In additkm. in the e\cnt that Customer is 111 ergcJ \\·it h or into or acquires 
a110tht:r 1.:ntit)-. rricin g under tlri ::i Cunt ract folio" ing such merger or acqu isition shall apply \lnl: 
to mail sent b:>' the entit) c:->istinl.! pri or to the 111ergcr '") r ocquisit ion. J-''"1 1! 0' ' i n ~ an) such merger 
or :icquisition. the Parties mny negotia te in good faith to c\:tend. modify or enter into a new 
contract applicable to the merged or acquircd entity . 

8 



VIII. Wainr 

An) \\aivcr b) a Party shall not constitutl! a \\ai\'er for any f\.Jture occurrence. J\io waiver 
shall be valid unles~ set forth in \\ri ling e:-..ccutcd b) the P:irt: \\ai\ing "uch provision. 

IN WIT 1ESS WHEREOP. the Partic1. hereto have caw~cd thi s Contract to be duly executed as of 
the later <late below: 

L\JITED ST 

Printed Name: ""'C'""li'"'"fl'"". R'-=u""'ck"""'·c""'"r ___ ____________ ___ _ 

Title: Senior Vice President, Sales and Customer Relmion s 

Date: _____ __..l~2.,.....<~L l.__:,_l_l l ____ _ 

g 



Attachment C to Request 
 
 
MAIL CLASSIFICATION SCHEDULE 
 
PART B—COMPETITIVE PRODUCTS 
 
2000 COMPETITIVE PRODUCT LIST 
 
*** 
 
NEGOTIATED SERVICE AGREEMENTS 
 Domestic 
 *** 
  Priority Mail Express, Priority Mail, & First-Class Package Service Contract 32 
 



Attachment D to Request 
 
 

Statement of Supporting Justification 

 I, Dennis R. Nicoski, Manager, Field Sales Strategy and Contracts, am 

sponsoring this request that the Commission add Priority Mail Express, Priority Mail, & 

First-Class Package Service Contract 32 to the list of competitive products.  This 

statement supports the Postal Service’s request by providing the information required 

by each applicable subsection of 39 C.F.R. § 3020.32.  I attest to the accuracy of the 

information contained herein.   

(a) Demonstrate why the change is in accordance with the policies and applicable 
criteria of the Act.  

As demonstrated below, the change complies with the applicable statutory 

provisions.   

(b) Explain why, as to the market dominant products, the change is not inconsistent 
with each requirement of 39 U.S.C.§  3622(d), and that it advances the 
objectives of 39 U.S. C. § 3622(b), taking into account the factors of 39 U.S. C. § 
3622(c).   
Not applicable. The Postal Service is proposing that this Priority Mail Express, 

Priority Mail, and First-Class Package Service contract be added to the competitive 

products list.    

(c) Explain why, as to competitive products, the addition, deletion, or transfer will not 
result in the violation of any of the standards of 39 U.S.C.  3633. 

The service to be provided under the contract will cover its attributable costs and 

make a positive contribution to coverage of institutional costs.  The contract will 

increase contribution toward the requisite 5.5 percent of the Postal Service’s total 

institutional costs.  Accordingly, no issue of subsidization of competitive products by 

market dominant products arises (39 U.S.C. § 3633(a)(1)). 



Attachment D to Request 
 
 

(d) Verify that the change does not classify as competitive a product over which the 
Postal Service exercises sufficient market power that it can without risk of losing 
a significant level of business to other firms offering similar products: (1) set the 
price of such product substantially above costs, (2) raise prices significantly; (3) 
decrease quality; or (4) decrease output.   

The contract sets specific terms and conditions for providing Priority Mail 

Express, Priority Mail, and First-Class Package Service to the customer.  Priority Mail 

Express, Priority Mail, and First-Class Package Service are provided in a highly 

competitive market.  The Postal Service is unable to set prices substantially above 

costs, raise prices significantly, decrease quality, or decrease output, without losing this 

business to private competitors in the expedited shipping market.   

In negotiating this contract, the Postal Service’s bargaining position was 

constrained by the existence of other providers of services similar to the Postal 

Service’s.  As such, the market precludes the Postal Service from taking unilateral 

action to increase prices or decrease service.  As with Priority Mail Express, Priority 

Mail, and First-Class Package Service in general, the Postal Service may not decrease 

quality or output without risking the loss of business to competitors that offer similar 

expedited delivery services.  The market does not allow the Postal Service to raise 

prices or offer prices substantially above costs; rather, the contract is premised on 

prices and terms that provide sufficient incentive for the customer to ship with the Postal 

Service rather than a competitor.   



Attachment D to Request 
 
 

 

(e) Explain whether or not each product that is the subject of the request is covered 
by the postal monopoly as reserved to the Postal Service under 189 U.S.C. 
1696, subject to the exceptions set forth in 39 U.S.C. 601. 

I am advised that merchandise sent by Priority Mail Express, Priority Mail, and 

First-Class Package Service and this contract are not covered by these provisions.  See 

part (d) above.     

(f) Provide a description of the availability and nature of enterprises in the private 
sector engaged in the delivery of the product. 

See part (d) above.  Expedited shipping, similar to Priority Mail Express, Priority 

Mail, and First-Class Package Service, is widely available from well-known and 

successful private firms at both published and contract prices.   

(g) Provide any available information of the views of those who use the product on 
the appropriateness of the proposed modification.   

Having entered into this contract with the Postal Service, the customer supports 

the addition of the contract to the product list so that the contractual terms can be 

effectuated.     

(h) Provide a description of the likely impact of the proposed modification on small 
business concerns.   

The market for expedited delivery services is highly competitive and requires a 

substantial infrastructure to support a national network. Large shipping companies serve 

this market.  The Postal Service is unaware of any small business concerns that could 

offer comparable service for this customer.       



Attachment D to Request 
 
 
(i) Include such other information, data, and such statements of reasons and bases, 

as are necessary and appropriate to fully inform the Commission of the nature, 
scope, significance, and impact of the proposed modification.    

Additional details regarding the terms of the contract have been provided to the 

Commission under seal due to the sensitivity of the contract to both the customer and 

the Postal Service.   

  



Attachment E 
 
 

Certification of Prices for Priority Mail Express, Priority Mail,  

& First-Class Package Service Contract 32 

 
I, John P. Kelley, Manager (A), Cost Attribution, Finance Department, am familiar 

with the prices and terms for Priority Mail Express, Priority Mail, & First-Class Package 

Service Contract 32.  The prices and terms contained in this Contract were established 

by the Decision of the Governors of the United States Postal Service on the 

Establishment of Prices and Classifications for Domestic Competitive Agreements, 

Inbound International Competitive Agreements, and Other Non-Published Competitive 

Rates (Governors’ Decision No. 11-6). 

I hereby certify, based on the financial analysis provided herewith, that the prices 

are in compliance with 39 U.S.C § 3633 (a)(1), (2), and (3).  They are expected to cover 

attributable costs.  There should therefore be no subsidization of competitive products 

by market dominant products.  This contract should not impair the ability of competitive 

products on the whole to cover an appropriate share of institutional costs.  

  

 
 

______________________________ 
John P. Kelley 

John P 
Kelley

Digitally signed by John P Kelley 
DN: cn=John P Kelley, o=Cost 
Attribution, ou=Finance, 
email=John.P.Kelley@usps.gov, 
c=US 
Date: 2017.12.27 14:14:01 -05'00'



Attachment F to Request 
 
 

APPLICATION OF THE UNITED STATES POSTAL SERVICE 
FOR NON-PUBLIC TREATMENT OF MATERIALS 

 
 
 In accordance with 39 C.F.R. § 3007.21, the Postal Service hereby applies for 

non-public treatment of: the unredacted Governors’ Decision; the unredacted shipping 

services contract; and the supporting documents establishing compliance with 39 

U.S.C. § 3633 and 39 C.F.R. § 3015.5.  The Postal Service hereby furnishes the 

justification required for this application by each subsection of 39 C.F.R. § 3007.21(c), 

as enumerated below.   

 For the reasons discussed, the Postal Service asks that the Commission grant its 
application for non-public treatment of the identified materials.  The Postal Service 

further requests that the Commission order that the duration of such treatment of 

customer identifying information be extended indefinitely.  

 
(1) The rationale for claiming that the materials are non-public, including the 

specific statutory basis for the claim, and a statement justifying application 
of the provision(s); 

 
 The materials designated as non-public consist of information of a commercial 

nature, which under good business practice would not be publicly disclosed.  In the 

Postal Service’s opinion, this information would be exempt from mandatory disclosure 

pursuant to 39 U.S.C. § 410(c)(2) and 5 U.S.C. § 552(b)(3), (b)(4).1   Because the 

portions of the materials which the Postal Service is applying to file only under seal fall 

within the scope of information not required to be publicly disclosed, the Postal Service 

asks the Commission to support its determination that these materials are exempt from 
public disclosure and grant its application for their non-public treatment.    

                                              
1 In appropriate circumstances, the Commission may determine the appropriate level of 
confidentiality to be afforded to such information after weighing the nature and extent of 
the likely commercial injury to the Postal Service against the public interest in 
maintaining the financial transparency of a government establishment competing in 
commercial markets.  39 U.S.C.§ 504(g)(3)(A).The Commission has indicated that 
“likely commercial injury” should be construed broadly to encompass other types of 
injury, such as harms to privacy, deliberative process, or law enforcement interests.  
PRC Order No. 194, Second Notice of Proposed Rulemaking to Establish a Procedure 
for According Appropriate Confidentiality, Docket No. RM2008-1, Mar. 20, 2009, at 11. 
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 Information of a commercial nature, which under good business practice would 

not be publicly disclosed, as well as third party business information, are not required to 

be disclosed to the public.  39 U.S.C. § 410(c)(2); 5 U.S.C. §  552(b)(4).  The 

Commission may determine the appropriate level of confidentiality to be afforded to 

such information after weighing the nature and extent of the likely commercial injury to 

the Postal Service against the public interest in maintaining the financial transparency of 

a government establishment competing in commercial markets.  39 U.S.C. 
§ 504(g)(3)(A).2  Because the portions of materials filed non-publicly in this docket fall 

within the scope of information not required to be publicly disclosed, the Postal Service 

asks the Commission to support its determination that these materials are exempt from 

public disclosure and grant its application for their non-public treatment.    

 
(2) Identification, including name, phone number, and email address for any 

third-party who is known to have a proprietary interest in the materials, or if 
such an identification is sensitive, contact information for a Postal Service 
employee who shall provide notice to that third party; 

 
 The Postal Service believes that the customer with whom the contract is made 

has a proprietary interest in the non-public materials and that customer-identifying 

information should be withheld from public disclosure.  Therefore, rather than identifying 

the customer, the Postal Service gives notice that it has already informed the customer, 

in compliance with 39 C.F.R. § 3007.20(b), of the nature and scope of this filing and its 

ability to address its confidentiality concerns directly with the Commission.  The Postal 

Service employee responsible for providing notice to the third party with proprietary 

interest in the materials filed in this docket is Elizabeth Reed, Attorney, 475 L’Enfant 
Plaza SW, Washington, D.C. 20260-1137, whose email address is 

elizabeth.a.reed@usps.gov and whose telephone number is 202-268-3179.    

 

                                              
2 The Commission has indicated that “likely commercial injury” should be construed 
broadly to encompass other types of injury, such as harms to privacy, deliberative 
process, or law enforcement interests.  PRC Order No. 194, Second Notice of Proposed 
Rulemaking to Establish a Procedure for According Appropriate Confidentiality, Docket 
No. RM2008-1, Mar. 20, 2009, at 11. 

mailto:elizabeth.a.reed@usps.gov
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(3) A description of the materials claimed to be non-public in a manner that, 

without revealing the materials at issue, would allow a person to thoroughly 
evaluate the basis for the claim that they are non-public; 

 
 The Governors’ Decision establishing Domestic Competitive contracts, including 

those for Priority Mail Express, Priority Mail, and First-Class Package Service, the 

contract identifying the customer and containing the prices, terms, and conditions of the 

contract, and the financial workpapers supporting the contract are being filed under seal 

in this docket.  Redacted copies of the Governors’ Decision and the contract are being 

filed publicly in this docket.  The Postal Service maintains that the redacted portions of 

the Governors’ Decision, the contract, name of the customer and related financial 
information should remain confidential.   

 With regard to the contract, the redactions are of the name, address, signature 

block, and other information that could identify the customer; such identifying 

information of a postal patron may be withheld from mandatory public disclosure by 

virtue of 39 U.S.C. § 504(g)(1) and 39 U.S.C. § 410(c).  Also redacted are the 

negotiated price structure and the terms directly related to implementation of the price 

structure.   

 The redacted portions of the Governors’ Decision and attached Analysis protect 
the costs authorizing Domestic Competitive contracts, and the analysis of those costs.  

 The redactions applied to the financial work papers protect commercially 

sensitive information such as underlying costs and assumptions, pricing formulas, 

information relevant to the mailing profile of the customer, and cost coverage 

projections.  To the extent practicable, the Postal Service has limited its redactions in 

the workpapers to the actual information it determined to be exempt from disclosure 

under 5 U.S.C. § 552(b).  However, in a limited number of cases, narrative passages or 

notes were redacted in their entirety due to the practical difficulties of redacting 
particular words or numbers within the text as presented in a spreadsheet format.  

 
(4) Particular identification of the nature and extent of commercial harm 

alleged and the likelihood of such harm; 
 
 If the redacted information were to be disclosed publicly, the Postal Service 

considers that it is quite likely that it and the customer would suffer commercial harm.  
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The information is commercially sensitive, and the Postal Service does not believe that 

it would be disclosed under good business practices. 

 Revealing this information would provide a competitive advantage to competitors 

of the Postal Service and of the customer.  The Postal Service considers that it is highly 

probable that if this information were made public, such entities would take immediate 

advantage of it and there is a substantial risk that the Postal Service and the customer 

would lose business as a result.  Additionally, other postal customers could use the 
information to their advantage in negotiating the terms of their own agreements with the 

Postal Service and other businesses could use the information to their advantage in 

negotiating with the customer.  The Postal Service considers these to be highly 

probable outcomes that would result from public disclosure of the redacted material. 

 Finally, the financial work papers include specific information such as costs, 

negotiated prices and pricing structure, assumptions used in developing costs and 

prices, mailer profile information, and projections of variables.  All of this information is 

highly confidential in the business world.  If this information were made public, the 
Postal Service’s and the customer’s competitors would likely take great advantage of 

this information.  Unlike its competitors, the Postal Service is required to meet the 

standards of 39 U.S.C. § 3633 with each negotiated service agreement that it asks to 

have added to the competitive products list.  Competitors are not so constrained and 

could use the redacted information to their advantage in gaining customers.  The 

formulas shown in the spreadsheets in their native format provide additional sensitive 

information.  Revealing the Postal Service’s profit margin information could also be used 

by the customer to attempt to renegotiate its own prices. 

 
(5) At least one specific hypothetical, illustrative example of each alleged 

harm; 
 
 Identified harm:  Revealing customer identifying information would enable 

competitors to target the customers for sales and marketing purposes. 

 Hypothetical:  The identity of the customer in this contract is revealed to the 

public.  A competitor’s sales representatives contact the Postal Service’s customer and 
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offer the customer lower prices or other incentives, taking away the business anticipated 

by the Postal Service.   

 Identified harm:  Public disclosure of negotiated terms of the agreement could be 

used by competitors and potential customers to the detriment of the Postal Service and 

its customer. 

 Hypothetical:  A competitor obtains a copy of the unredacted version of Customer 

A’s contract and workpapers to the detriment of the Postal Service’s customer.  
Company B discovers proprietary business strategies and changes its business 

practices to minimize differentiation, identify their key customer base and cause 

defection of Customer A’s customers.  Customer A cancels the contract and withdraws 

their business from the Postal Service.  Other companies would then refuse to share 

critical details of their business or to participate in negotiated prices with the Postal 

Service, harming the Postal Service’s ability to compete in the marketplace for 

additional volume and revenue. 

 Hypothetical:  The competitor could leverage multiple services to offer deeper 
discounts than provided by the Postal Service’s contract as a loss leader, using profits 

on other products profits to make up for the temporary loss.  

 Identified harm:  Public disclosure of the price formula, underlying cost structure, 

and information in the financial work papers relating to the contract would be used by 

competitors and customers to the detriment of the Postal Service. 

 Hypothetical:  A competing package delivery service or its representative obtains 

a copy of the unredacted version of the financial work papers.  It analyzes the work 

papers to determine what the Postal Service would have to charge its customers in 
order to meet its minimum statutory obligations for cost coverage and contribution to 

institutional costs.  It then sets its own rates for products similar to what the Postal 

Service offers its customers under that threshold and markets its ability to guarantee to 

beat the Postal Service on price for similar delivery services.   

 Hypothetical: Competitors constantly monitor “cost to serve” scenarios to 

combine and alter facilities to lower costs.   A competitor could add satellite pickup 

stations closer to the Postal Service’s customer in order to underbid the Postal Service’s 
prices.  
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 Identified harm:  Public disclosure of the prices and related terms would provide 

potential customers extraordinary negotiating power. 

 Hypothetical:  Customer B obtains the contract showing Customer A’s negotiated 

prices and the underlying workpapers.  Customer B can determine that there is 

additional profit margin between the prices provided to Customer A and the statutory 

cost coverage that the Postal Service must produce in order for the agreement to be 

added to the competitive products list.  Although Customer B was offered prices 
identical to Customer A’s, Customer B uses the publicly available information to insist 

that it unless the Postal Service offers it even lower prices than Customer A’s, it will not 

use the Postal Service but will give its business to a competitor of the Postal Service.   

 Alternatively, Customer B attempts to negotiate lower rates only for those 

destinations for which it believes the Postal Service is the low-cost provider among all 

service providers.  The Postal Service may agree to this demand in order to keep the 

customer’s business overall, which it believes will still satisfy total cost coverage for the 

agreement.  Then, Customer B uses other providers for destinations other than those 
for which it negotiated lower rates.  This impacts the Postal Service’s overall projected 

cost coverage for the agreement.  Although the Postal Service can terminate the 

contract when it sees that the mailer’s practice and projected profile are at variance, the 

costs associated with establishing the contract, including filing it with the Postal 

Regulatory Commission, would be sunk costs that would have a negative impact on 

postal finances. 

 Harm:  Public disclosure of information in the financial work papers would be 

used by the customer’s competitors to its detriment.  
 Hypothetical:  A business in competition with the customer obtains a copy of the 

unredacted version of the financial work papers.  The customer’s competitor analyzes 

the work papers to assess the customer’s underlying shipping costs.  The customer’s 

competitor uses that information as a baseline to negotiate with shipping companies 

and other suppliers to develop lower-cost alternatives and thereby to undercut the 

customer. 
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(6) The extent of protection from public disclosure deemed to be necessary; 
 
 The Postal Service maintains that the redacted portions of the materials filed 

non-publicly should be withheld from persons involved in competitive decision-making in 

the market for domestic parcel shipping products, as well as their consultants and 
attorneys.  Additionally, the Postal Service believes that actual or potential customers of 

the Postal Service for such products should not be provided access to the non-public 

materials.  

 

(7)  The length of time deemed necessary for the non-public materials to be 
protected from public disclosure with justification thereof; and 

 
 The Commission’s regulations provide that non-public materials shall lose non-

public status ten years after the date of filing with the Commission, unless the 
Commission or its authorized representative enters an order extending the duration of 

that status.  39 C.F.R. § 3007.30.  The Postal Service believes that the ten-year period 

of non-public treatment is sufficient to protect its interests with regard to the information 

it determined should be withheld due to commercial sensitivity, other than customer 

identifying information.  The Postal Service believes that customer-identifying 

information should be protected permanently and asks the Commission to extend the 

duration of non-public status of that information indefinitely.  Disclosure of customer 

identifying information leaves the Postal Service vulnerable to competitive “cherry-
picking.”  Customers may seek to extend or renew their contracts, but the 

implementation of a new 10-year period of non-public treatment with each renewed 

contract does not affect the expiration of non-public treatment of the same information 

under the original contract.  Therefore, the Postal Service seeks indefinite non-public 

treatment of the customer’s name, address and other identifying information in the non-

public materials. 

 
(8) Any other factors or reasons relevant to support the application. 
 
 None.  

 
 




